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KEY ECONOMIC INDICATORS 
(as of Sept. 28, 1977) 
Millions of guilders, unless otherwise stated. Average annual exchange rates: 1976, 
$1 = Hfl. 2.60; 1977 to date, $1 = Hfl. 2.46 


INCOME, PRODUCTION, EMPLOYMENT 1976 1977 1978 % change 
GNP at current prices 236 ,650 259,400 E 282,250 E +8, 
GNP at 1976 prices 236,650 243,000 E 250,500 E +3. 
Per capita GNP, current prices (gldrs.) 17,130 18,740 E 20,160 E a7 
Plant and equipment investment 25 5500 29,700 E 32,250- E +8. 
Indices: 1970 = 100 
Industrial production 125 124 Jan-July +2. 
Avg. labor productivity (Ind.) 145 153 Jan-Mar +4, 
Avg. industrial wage (1972 = 100) 165 169 Jan-May +4, 
Disposable personal income 145,370 163,010 +92 
Employment (000's) (Dec) 4 842 4,843 
Avg. Unemployment Rate (%) 5.7 5.4 Aug 
Housing starts (units) 118,926 63,470 Jan-July +3. 


MONEY AND PRICES 
Money supply 50,935 52,414 Mar +6; 
Public debt (internal) (Dec) 40 ,983 43,779 Jan-May 
(External) (Dec) --- --- 
Interest, Central Bank discount 6.0 3.5 Aug 
Domestic credit outstanding (Dec) 72,235 75,033 Mar 
Indices : 
Retail sales (value): 1975 = 100 108 Jan-Mar 
Avg. wholesale prices: 1970 = 100 
(excl. VAT) 147 151.6 Jan-Mar 
Avg. consumer prices: 1969 = 100 170. 180.3 Jan-Aug 


BALANCE OF PAYMENTS AND TRADE 

Gold € For. Exch. Reserves (Dec) 26,684 28,112 Mar 

Balance of Payments, current 
account, transactions +6.5 #3.5 E 

Balance of Trade -871 -3,025 Jan-June 

Total exports, FOB (excl. Belg-Lux) 90,221 53,924 Jan-June +5. 
Exports to U.S. 3,021 1,784 Jan-June +34, 

Total imports, CIF (excl Belg-Lux) 91,092 56,949 Jan-June +16. 
Imports from U.S. 9,585* 5 ,260*Jan-June +16. 


Main imports from U.S., Jan-Apr 1977: corn 1,546,727 MI/Hf1l. 461,030; oil seeds, nuts and 
pits 566,832 MI/Hfl. 397,782; animal feed except grains 818,320 MI/Hfl. 301,908; other 
machinery except electrical parts Hfl. 169,712; organic chemical products 164,561 MT/Hfl. 
170,039; aircraft and parts Hfl. 117,158. 

Note:Third column contains available 1978 figures. (E = estimated for the year) 
Percentages in fourth column compare (1) 1978 figure with corresponding 1977 period, or 
(2) 1977 with 1976 if no 1978 figure is available. 

Sources: Central Bureau of Statistics, Central Planning Bureau, Netherlands Bank. 

(* Dutch import figures do not include foreign goods placed in bond for forwarding to 
other countries, often after reprocessing and repackaging. U.S. export figures do.) 





SUMMARY 


Expectations earlier this year for a continued recovery of the Dutch 
economy were not realized. Unemployment increased again and inflation 
at least temporarily revived. For the first time since 1970, the 
balance of payments on current account was in deficit, as foreign 
demand for Dutch exports proved disappointing. The only indicators 
sustaining economic expansion were industrial production and business 
investments. The estimate of real growth of gross national product 

has been revised downward to a modest three percent this year and next. 


Despite the disappointing performance of the Dutch economy, U.S. 
exports to the Netherlands continued to climb and prospects for more 
growth remain good. U.S. agricultural exports are particularly strong. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Background - The Netherlands is an advanced industrial society with 

a democratic government and a long tradition of tolerance for dissent- 
ing opinions. Situated at the mouth of the Rhine, the Netherlands is 

a gateway to the continent and as such has been a large beneficiary of 
the German economic miracle of the postwar years. The founding of the 
European Common Market 20 years ago led many American firms to establish 
the Netherlands as a base for their operations, taking advantage of the 
country's geographic location, its skilled labor force and its political 
stability. Dutch industry also used the larger market to expand its 
operations. Rotterdam became the world's largest port. The city of 
Rotterdam came to house a petroleum refining industry which was one 

of Europe's most important. The Netherlands gave additional scope to 

its large multinational companies such as Shell, Akzo, Philips and 
Unilever. Prosperity was enhanced by the discovery in 1959 of the 

giant Slochteren natural gas field, which has made the Netherlands one 
of the handful of developed countries that are nearly self-sufficient 
in energy. With high taxes and the revenues from exports of natural 

gas, successive governments have constructed possibly the most complete 
and costly welfare system in Europe. 


Now, after a generation of steady progress, the Dutch confront the 
prospect of lower economic growth. Moreover, the depletion of the 
Slochteren field and disappointing results from the exploration of 

the North Sea portend a reversal within five years of the Netherlands' 
position as a net energy exporter. Those who want to continue to level 
incomes and improve government services are coming to accept the view 
that the business climate must also be improved. Against this background, 
protracted negotiations are taking place to form a new government. 
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Parliamentary elections last May brought sweeping gains to the 
socialist Labor Party of Prime Minister den Uyl, strengthened the 
three centrist parties that joined into one Christian Democratic 
Appeal and enlarged the conservative, opposition Liberal Party. For 
the first time in years the political scene contains fewer of the 
small parties that characterized the politics of the Sixties and 
early Seventies. But the continued presence of 11 parties in parlia- 
ment prevents any one from having the majority needed to govern by 
itself. Coalitions are essential. The efforts to forge a new one are 
now in their fifth month. 


The Faltering Recovery - The feeling at the beginning of the year that 
the economy was at last beginning to recover from the twin blows of 

the oil crisis and the 1974-1975 recession has now turned into one of 
renewed alarm. Relative to other nations, the Dutch economy remains 
strong. Nevertheless its growth is below earlier expectations, making 

it difficult for the government to carry out plans to expand public 
programs. The biggest surprise has been the unexpected slide of the 
balance of payments on current account from surplus into deficit for 
the first time since 1970. The Finance Ministry attributed the reversal 
entirely to the softening of visible trade. The public announcement of 
the deficit on September 27 came as a shock, since as late as the Queen's 
speech opening parliament on September 20, the government had forecast 
a current account surplus of 3.5 billion guilders for all of 1977 and 
Six billion guilders for 1978. It is now clear that Dutch exports are 
suffering from rising unit costs and the strength of the guilder. With 
domestic consumer spending also disappointing, only a three-percent hike 
in industrial output and 10-percent rise in business investments 
sustained the economy. Real growth in GNP for 1977 is now estimated at 
three percent. 


Early hopes for improvement in the labor market also proved illusory. 
The seasonally adjusted unemployment rate rose to a record 5.7 percent 
of the labor force in August. On the other hand, the government has had 
some success against inflation. The rate declined from the average of 
ten percent in 1975 to 8.8 percent in 1976 and continued downward during 
the first four months of this year. A major factor behind a spring and 
summer reversal was the agreement in February, after unusually long work 
stoppages, to continue indexing wages to cost-of-living increases and to 
provide a real wage increase of 1.5 percent. Inflation is expected to 
Stabilize at an average somewhere between the 6.5 percent predicted 
earlier this year and seven percent. 


For 1978 the government's Central Planning Bureau puts the rate of real 
economic growth at three percent for the second straight year. This 
expectation is based, however, on the expectation that foreign demand 
for Dutch goods will grow by 7.5 percent after zero growth in 1977, a 
view that is undermined by the poor competitive situation of Dutch 
exports. Among other Bureau forecasts, private consumption at home would 
rise by not more than 1.5 percent and corporate investment by only three 
percent; average annual unemployment would go up from 215,000 in 1977 to 
255,000 in 1978 and, if wage increases can generally be kept to 7.5 
percent, inflation would average only six. The Bureau is assuming a 
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Six-percent growth in world trade and no change in the value of the 
guilder. 


The Government Program for 1978 - Since the present government is 

acting in a caretaker capacity until a new cabinet is sworn in, the 
budget which it prepared for 1978 contains no policy initiatives, 
reflecting instead the projections in last year's rolling five-year 
plan. Record expenditures of 96.2 billion guilders are directed 
principally against unemployment and inflation. Three billion are to be 
spent to improve business investment, partly through enactment of the 
Investment Account Act, a bill that fell victim to the dissolution of 
parliament last spring, and partly through wage subsidies and a new 
definition of profits, allowing for inflation, which should save 
corporations some tax money. To meet the deficit of 12.5 billion 
guilders, the government has had to consider ways to raise additional 
revenues. Since direct increases in taxes and social security contribu- 
tions could dampen the economy and fuel demands for higher wages, the 
government opted instead to raise the value added tax for natural gas, 
oil and coal from their special rate of four percent to the general 
commodity level of 18 percent effective January 1,and to put up the 
excise duty on cigarettes and tobacco. The increases incidentally promote 
two other social goals: the conservation of energy and the protection of 
public health. The government expects to meet the remaining 8.6 billion 
guilder deficit by going to the capital market and by monetary financing. 


It is generally accepted, however, that additional measures will be 
needed to halt the slide in economic activity and that they cannot await 
the formation of the new cabinet. The caretaker government is therefore 
expected to announce special measures to stimulate 

demand and to control unemployment. Prime Minister den Uyl has indicated 
that such a reflationary package could amount to 2.5 billion guilders, 
including an across-the-board personal tax reduction, possibly in early 
spring 1978, amounting to about 250 to 300 guilders per taxpayer. 


IMPLICATIONS FOR THE U.S. 


Good Performance/Prospects for U.S. Exports-U.S. exports to the 
Netherlands continued to climb despite the disppointing performance of 

the Dutch economy. In 1976, U.S. exports reached $4.65 billion, an increase 
of more than 12.5 percent over 1975. During the first half of 1977, exports 
amounted to almost $2.5 billion, an increase of about 15 percent over the 
same period in 1976. The Netherlands remains the sixth largest market for 
U.S. exports and the third largest in Europe, and of all U.S. trading 
partners it has continued to generate the largest trade surplus in favor 
of the U.S., $3.5 billion in 1976. 


Export prospects remain good, although Dutch official projections for 1977 
and 1978 indicate modest increases in economic growth. Reflationary 
government programs are likely to stimulate business investment and attack 
unemployment problems, thereby stimulating consumer demand. American 
products in many sectors enjoy an excellent reputation in the Dutch market 
for quality and advanced technology. In addition, the appreciation of the 
guilder relative to the dollar makes the price of American products more 
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competitive. While export opportunities exist, to find them U.S. firms 
must invest time and resources and be aggressive in marketing. The 
American exporter should bear in mind that the Dutch importer expects 
the same service, support, prompt attention to inquiries and access to 
supplies as domestic U.S. customers. 


Among the industrial manufactured goods that showed sharp gains in U.S. 
exports in the first half of 1977, compared with the same period in 1976, 
are: gas turbines, statistical and office machines, pumps and centri- 
fuges, mechanical handling machinery and equipment, electronic medical 
apparatus, electronic tubes, photo and motion picture equipment, 
medical instruments, and measuring and control instruments. 


The best prospects over the near term are goods exhibiting high techno- 
logy, and equipment and systems that save on labor. Unit labor costs have 
risen in the Netherlands so that equipment and technology that promote 
efficiency in production are of interest. The sectors which hold special 
promise include: production process control instruments, computers and 
peripheral equipment, electronic calculators, accounting machines and 
banking equipment, electronic production and test equipment, advanced 
production machinery in the metal and food processing industries and 
labor saving automotive garage equipment. 


The energy sector also is attractive. Intensified exploration and 
production of gas and oil should stimulate demand for drilling equipment 
and provide opportunities for American manufacturers and contractors. 

So too will technology and equipment involving coal gasification and 
liquid natural gas be of interest. 


Additional U.S. products in which Dutch importers are interested include: 
security and safety equipment, equipment for the chemical industry, 
health care equipment and supplies, and pollution control equipment and 
instrumentation. Equipment to process chemicals and petrochemicals should 
do well because theseindustries are expected to have an annual average 
growth of seven percent over the next 10 years. 


Sales of U.S. consumer goods have also risen as the Dutch consumer has 
become more aware of the quality and relatively lower cost of many U.S. 
products. Among the leaders are cameras, housewares, sporting goods and 
leisure-time products, consumer durables, and consumer electronics and 
optics. The growing taste for U.S. goods should balance the slower 
growth in overall consumer demand. 


Investment Account Surplus for U.S. - The U.S. continues first among 
foreign countries investing in the Netherlands, while the Netherlands is 


third among those investing in the U.S. At the end of 1976, the book 

value of American direct investment in the Netherlands was approximately 
$3.8 billion. Of this, the petroleum industry accounted for $1.3 billion, 
manufacturing for $1.8 billion (including $600 million in chemicals), 
machinery for $470 million, primary and fabricated metals for $170 

million, and food products for $155 million. At the end of 1976, Dutch 
direct investment in the U.S. was estimated at about $6.25 billion (against 





$4.7 billion at the end of 1974). In that two-year period, Dutch invest- 
ment in the U.S. increased by approximately three times that of U.S. 
investment in the Netherlands. Indications are that Dutch investment in 
the U.S. is continuing at a high level. 


Agriculture - The general stagnation in Dutch exports recorded thus 

far in 1977 also affected Dutch agricultural exports, although to a less 
dramatic extent. While the general Dutch merchandise trade balance for 
the first six months of 1977 showed a deficit (imports over exports) 

of 3.5 billion guilders, the merchandise trade balance for agricultural 
products showed a surplus (exports over imports) of close to four billion 
guilders, but this is 22.5 percent lower than the surplus recorded in the 
same period of 1976. The volumes of Dutch imports and exports of agricul- 
tural products in 1977 are at about the level of a year ago, but price 
rises on the world market resulted in a 19-percent rise in the value of 
agricultural imports in 1977 over 1976, while the rise in value of agri- 
cultural exports was only four percent in 1977 over 1976. Lower export 
prices for livestock and meat products (minus 10 percent), milk and dairy 
products (minus five percent), and lower volume exports of dairy products 
(minus 12 percent), and margarine, fats and oils (minus 18 percent) are 
mainly responsible for this development in Dutch agricultural exports 
thus far in 1977. Moderate gains in 1977 over 1976 are only recorded in 
Dutch exports of arable crop products like grain and feed products (plus 
15 percent), horticultural products (plus nine percent) and poultry meat 
and eggs (plus seven percent), the last due to good volume contracts of 
poultry meat to the U.S.S.R. and of fresh eggs to Iran. 


U.S. agricultural exports to the Netherlands in the first six months of 
1977 amounted to $1,253 bil., up 28 percent from the comparable period 

one year ago. Corn, soybeans (in value only) and other oilseeds (peanuts), 
feeds and fodders, soybean meal, tallow and greases and fruit juices were 
the main contributors to the significant increase, thereby compensating 
for reduced exports of wheat, rice, grain, sorghums, vegetable oils and 
waxes, tobacco and fresh citrus. 


For the remaining five months of calendar 1977, the following projections 
can be made: higher exports of wheat, rice, soybeans, peanuts, feeds and 
fodders; a leveling-off in exports of soybean meal and tallow and greases; 
lower exports of corn and other feed grains and tobacco; and substantially 
lower prices for all major export commodities. The result is expected to 
be a modification of the thus far strong increase in the value of U.S. 
agricultural exports to the Netherlands. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230 





LOOKING FOR A GOOD 


market 
research 
tool 


INDEX TO FOREIGN MARKET REPORTS 
can be such a tool. Published by the U.S. 
Department of Commerce, it lists a wide 
variety of documents containing a wealth of 
information for the overseas marketer. The 
Index catalogs spot news and timely surveys 
of industrial, commodity, commerical, and 
economic conditions in more than 100 
countries. 

Included is all in-depth market research 
performed by Commerce's Bureau of Inter- 
national Commerce (BIC) required for the 
target industry prograrn or in support of the 
Department's participation in international 
promotional events. 

About 100 reports sent to Washington by 


U.S. Foreign Service Officers are received 
and indexed each month. 


Annual subscription for 12 issues of the 
FMR Index is $10. Subscribers to the Index 
will be charged between $2 and $10 for 
documents depending on their length. 


For additional information 
or to subscribe, write 


National Technical Information Service 
Box 1553, Springfield, Virginia 22161 


BIC’s Export Information Division 
Room 1063, U.S. Department of 
Commerce, Washington, D.C. 20230. 
Telephone 202-377-2504. 





